


















































































































































BUDGET AND FINANCE COMMITTEE
Council of the County of Maui

March 12, 2687

guess what was the process a while ago that was subject to some criticism
because of, of a variety of reasons. And to comply with HUD’s
conditions, to comply with HUD’s requirements, and to basically make the
process less subject to criticism because we are the only place, I believe,
in the whole United States that distributes CDBG monies the way that we
do at this, T guess, the local level. Mostly it’s all done where the monies
are allocated at the State level. And so this is a very unique anunal, but 1
believe that part of the reason that this whole process was implemented
was to address HUD’s original criticism of some of the past practices that
had been engaged in. So that’s my recollection. Thank you.

CHAIR PONTANILLA: Thank you, Ms. Johnson. Ms. Anderson.
COUNCILMEMBER ANDERSON: T have nothing, Chair.

CHAIR PONTANILLA: Okay. Members, any more discussion in regards to this
particular item? If not, all in favor of the motion please say aye.

COUNCIL MEMBERS: Aye.
VOTE: AYES: Councilmember Anderson, Baisa, Johnson,

Mateo, Molina, Victorinoe, Vice-Chair Hokama,
and Chair Pontanilla,

NOES: None.
ABSTAIN: None,
ABSENT: None.
EXC.: Councilmember Medeiros.
MOTION CARRIED.

ACTION:  ADOPTION of proposed resolution; and FILING of
communication.

CHAIR PONTANILLA: Let the record show there’s eight ayes and one excused.
Thank you very much, Members. Before we go into the second item, and
thapk you, Administration, for being here. Ms. Gentz, I, | know this was
your first time being queried by the Council Members, Thank you for a
wonderful job. At this time, the Chair would like to call a five-min...,
ftve-minute break. Let’s retumn at 3:30.
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VICE-CHAIR HOKAMA: Three-thirty five.

CHAIR PONTANILLA: Three-thirty five. . .. (gavel). ..

RECESS: 3:24 p.m,
RECONVENE: 3:38 p.m.

ITEMNO. 7: AMENDING FY 2007 BUDGET (DEPARTMENT OF
WATER SUPPLY( (C.C. No. 07-86)

CHAIR PONTANILLA: .. (gavel). . . Thank you, Members for that recess.
The next item on our agenda this afternoon is BF-7, amending Fiscal Year
2007 Budget for the Department of Water Supply. This is a result of
County Communication No. 07-86, transmitting the following: a
proposed bill entitled “A BILL FOR AN ORDINANCE AMENDING
THE FISCAL YEAR 2007 BUDGET FOR THE COUNTY OF MAUI AS
I't PERTAINS TO ESTIMATED REVENUES, THE DEPARTMENT OF
WATER SUPPLY, TOTALING OPERATING APPROPRIATIONS,
AND TOTAL APPROPRIATIONS (OPERATING AND CAPITAL
IMPROVEMENT PROJECTS)”.

And second is Certification of Additional Revenues for Fiscal Year 2007,
dated February 22, 2007, from Carryover/Savings, Water Supply Fund, by
$800,000.

The proposed . . . the purpose of the proposed bill is to amend the Fiscal
Year 2007 Budget by increasing Carryover/Savings in the Water Supply
Fund by $800,000, from $5,132,821 to $5,932,821; decreasing the
appropriation of the Engineering Program — Water Supply Fund,
Department of Water Supply, by $200,000; and increasing the
appropriation for Plant Operations Program - Water Supply Fund,
Department of Water Supply, by $1 million.. The additional funds are to
provide for unforeseen increases in electricity costs to maintain the
operational needs to pump water to the appropriate community districts.

At this time, the Chair would like to have opening comments by the
Budget Director.

MR. PABLO: Thank you, Mr. Chair. Let me give you a little background on the
account of the, of the Department of Water Supply. The subject that we’re
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talking about is, is electricity costs for Fiscal Year *07. Originally the
budgeted amount was 9.2 million. In the . . . January of this year the
budg..., the Water Supply Department informed me that the actual costs
through the end of January 31% was 6.1 million. ... at that present rate
we see that the Department of Water Supply would not have sufficient
funding to cover electricity before the end of this fiscal year. That is the
reason for this, this requested amendment. If this year’s budgeted amount
again is 9.2, the request is for 1.0 million.

CHAIR PONTANILLA: Thank you, Members, at this time, the Chair would like
to recognize the Budget Director, Mr. Pablo, as well the Director of Water
Supply . . . Department of Water Resources, Jeff Eng. Members, are there
any questions for either the Department of Water or the Budget Director?
Member Anderson followed by Member Mateo followed by Member
Molina. You guys got it, right?

COUNCILMEMBER ANDERSON: Thank you, Chair. You know, we did, we
did a similar budget amendment last year of 1.4 million to take care of
additional electricity costs. So, my question is . . . was it underestimated?
And I, and T know it’s an unfair question to you guys because you weren’t
here last year. [ mean this is a huge increase. A million dollars for
electricity and, and this is only to take us to the end of the fiscal year, to
the end of June. So can you be more specific as to what is attributable to
this? Is this specifically for pumping water Upcountry or can you give us
a more detailed understanding of what the money is gonna actually be
used for?

CHAIR PONTANILLA: Either Mr. Pablo or Mr. Eng.

MR. ENG: Thank you, Mr. Chair. Member Anderson, that’s a very good
question and that’s something that I question myself. Did we in, in
developing the Fiscal Year "07 operating budget . . . did we forecast
appropriately or was there some other factor? And I think Mr, Pablo
earlier on too when he first heard this request he conducted an analysis,
and based on his analysis, he did believe that it was forecasted
appropriately. The increase is really based on just unforeseen Maui
Electric electricity cost increases that all of us are . . . have been aware of.

COUNCILMEMBER ANDERSON: Yeah, but those increases were last year and

they haven’t increased since as far as I know. So there must have been
some miscalculations somewhere,
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MR. ENG: Well, if you look at the, the, the electricity rates, again, this is for
Fiscal Year *07, starting July 1, and even last summer and into the fall,
from my experiences electricity rates were climbing still fairly
dramatically. We have in the recent few months seen a, a tapering off,
And so, we were hoping it’s going to continue through this fiscal year and
into next year. But, you know, that’s something we, we really can’t
anticipate even if you look at the price for a, for a bill of oil in this past
week. It seems it’s climbed back over 60 bucks a barrel. So, I'm hoping
that’s not a trend that we’re going to continue seeing.

But there’s other factors too probably. Obviously, there was a lot of
pumping Upcountry last summer during the drought period and that was
most likely in, in the later, later part of the summer. We’re gonna try to do
our best this coming summer to manage the Upcountry system a little bit
differently. Monitoring the reservoirs better, having certain trigger points,
when to pump, when we can avoid pumping. Just for your information,
we do try to take advantage of some of the off-peak versus peak rates for
some of our larger pumps.

COUNCILMEMBER ANDERSON: That’s good.

MR. ENG: For instance on Molokai at Ualapue, kinda on the East Side there is a
.. . there’s a well pumped there that we operate only on off-peak periods.
Our large pumps at Waihee and Mokuhau, we also don’t operate ‘em
during the peak periods of 5:00 p.m. to 9:00 p.m. The Kamole Weir
Treatment Facility has only three high lift pumps. We also curtail
pumping during those same peak times, 5:00 p.m. to 9:00 p.m. And I
know with the anticipated cost of operating Pookela Well that being our
deepest well and our most expensive to operate. We also will want to
have some kind of agreement with Maui Electric to operate it during
off-peak. And anywhere else in our system where we can take advantage
of, of off-peak pumping and savings we’re gonna do so.

COUNCILMEMBER ANDERSON: Great. Well you anticipated my question
‘cause the next one was gonna be, does this additional million dollars
cover Pookela as we’re hoping you’re gonna start pumping it real soon?

MR. ENG: Yeah, I think that with this request that we will have sufficient

funding to carry us through this fiscal year and with including the
pumping of Pookela.
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COUNCILMEMBER ANDERSON: Okay. And then the 800,000 carryover, Mr.
Chair, my last question, what didn’t get built that --

MR. ENG: I believe that is--
COUNCILMEMBER ANDERSON: --provides. . .(inaudible). . .

MR. ENG: --is also a projection of, of, of, of actually additional revenue. But we
say like in a form of carryover savings. So really the million dollars is
pretty much offset by this anticipated increase of $800,000 and carryover
savings as well as a decrease of $200,000 in our Engineering Program and
that’s a result of our vacant positions. So that accounts for the million
dollars.

COUNCILMEMBER ANDERSON: So the 200,000 is because you, you couldn’t
fill engineering positions?

MR. ENG: Right, we’re anticipating we won’t be filling certain positions.
COUNCILMEMBER ANDERSON: But you will as of July 1, I hope?
MR. ENG: That’s what you’re saying. You know, [ will trust you.

COUNCILMEMBER ANDERSON: So the 800,000 is, is increased revenue not
so much reflective of a CIP project that didn’t. . .(inaudible). . .

MR. ENG: No, it’s not related to CIP whatsoever.

COUNCILMEMBER ANDERSON: Okay. Thank you, Chair. Thank you,
Mr. Eng.

CHAIR PONTANILLA: Thank you, Ms. Anderson. Member Mateo.

COUNCILMEMBER MATEOQO: Chairman, thank you. Ms. Anderson asked the
questions. Thank you.

CHAIR PONTANILLA: Thank you. Member Molina.

COUNCILMEMBER MOLINA: Yeah, thank you, Chair. Good afternoon,
Mr. Eng. And I think, Member Anderson’s questions helped to . . . and
your response helped to partly answer my question with regards to what
ways you’re looking at reducing the energy being used or at what times |
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should say. In terms of the equipment that the Department is using to, for
example, pump water. A lot of this equipment, | mean, is there new
equipment out there that we could look at . . . that’s much more energy
efficient? Have you looked into that area as well?

MR. ENG: Obviously if there is something available that is lower power
consumer we will take advantage of it. You know, unfortunately to pump
water, it takes huge motors, huge amounts of horsepower, and you know,
right now we’re still kinda committed to Maui Electric unfortunately. So,
I believe our, our best effort is to look at how we’re operating our
equipment and try to conserve or take advantage of, you know, lower cost
periods. And I think if we get a . . . if we can maximize that I think we’d
be in a lot better shape. As far as any alternative energy sources, I think
we’re kinda of stuck with what we’re doing currently.

COUNCILMEMBER MOLINA: So there’s no equipment to your knowledge
that can operate on alternative fuels versus, you know, fossil fuel?

MR. ENG: You know, that’s actually a, a good thought, I think. You know,
eventually down the road with these alternative energy projects I kind of
envision particularly in some of our more remote wells if we can operate
them eventually off of fuel cells. Of course you need a source of fuel of
some kind of probably hydrogen gas but that technology is happening and
I think it would be highly applicable to our operations.

COUNCILMEMBER MOLINA: Okay. Thank you. Thank you, Chairman.
CHAIR PONTANILLA: Thank you, Member Molina. Member Johnson.

COUNCILMEMBER JOHNSON: With regard to alternative energy too because
I know that we have the Kaheawa Wind Farm, I know at least two
households that are personal friends of mine that are off-grid because they
do have wind and solar generation. And I don’t know if you have ever
considered, you know, that kind of alternative particularly for remote arcas
where even trucking in fuel sometimes can be problematic. 1'd certainly
be and I'm sure that the Mayor is interested in moving in that direction.
So I realize you, because of your answer, you really haven’t explored that,
but I’d be very interested because [ think in some of our areas particularly
where it is very windy Upcountry especially because the pumping costs
are so high, I’d be really very much in favor of exploring that kind of
alternative. Thank you.
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CHAIR PONTANILLA: Thank you, Member Johnson. Members, any more
questions for both Directors or either one of ‘em? Secing none. The
Chair would like to at this time provide the Members with a
recommendation for passage of the proposed bill and the filing of the
communication.

VICE-CHAIR HOKAMA: So moved.
COUNCILMEMBER VICTORINO: Second.

CHAIR PONTANILLA: Moved by Chair Hokama, second by Mike Victorino.
Any more discussion, Members? If not, all in favor of the motion please
say aye.

COUNCIL. MEMBERS: Aye.
VOTE: AYES: Councilmember Anderson, Baisa, Johnson,

Mateo, Molina, Victorino, Vice-Chair Hokama,
and Chair Pontanilla.

NOES: None.
ABSTAIN: None.
ABSENT: None.
EXC.: Councilmember Medeiros.
MOTION CARRIED.

ACTION: FIRST READING of proposed bill; and FILING of
communication.

CHAIR PONTANILLA: Thank you. Let the record show eight ayes and one
excused. Thank you very much, Mr. Eng, Mr. Pablo.

ITEM NO. 15: APPROVAL OF COST ITEMS FOR BARGAINING
UNIT 11, FIRE FIGHTERS (C.C. No. 07-88)

CHAIR PONTANILLA: Okay. The last item for this afternoon is Item BF-15,
Approval of Cost Items for Bargaining Unit 11, Fire Fighter. The
Committee is in receipt of County Communication No. 07-88, from the
Mayor, fransmitting the following: a proposed resolution entitled
“APPROVING COST ITEMS FOR UNIT 11, FIRE FIGHTERS™; a
document entitled “COUNTY OF MAUI UNIT 11 SUMMARY OF

- 56 -



BUDGET AND FINANCE COMMITTEE
Council of the County of Maui

March 12, 2007

COST ITEMS FY 2007-2008, FISCAL YEAR 2008-09, FY 2009-2010,
FY 2010- 20117, an arbitration panel’s decision and award dated
February 18, 2007.

The purpose of the proposed resolution is to approve the pay adjustments
and fringe benefit costs for bargaining Unit 11, Fire Fighters, pursuant to
the arbifration decision and award dated February 8, 2007. Here with us
this afternoon along with Mr. Pablo is Lance . . .

UNIDENTIFIED SPEAKFER: Hiromoto.

CHAIR PONTANILLA: Hiromoto, the Deputy. At this time, if Mr. Pablo can
give us some comments.

MR. PABLO: Idon’t have any comments, Mr. Chair.

CHAIR PONTANILLA: Thank you very much. Also joining us this afternoon is
Mr. Kim from Corporation Counsel this afternoon. Members, any
questions for any of the Administration members that are here this
afternoon? Member Hokama.

VICE-CHAIR HOKAMA: Chairman, thank you. I think it’s quite up front, four
years, 5 percent across the board, another $12 million to the County’s
payroll for Fire Department. What 1T will ask you gentlemen this
afternoon, since it’s of concern to me, is regarding the Health Benefits
Trust Fund and your inability to tell us what it’s gonna cost this County as
we prepare to meet the requirements and objectives of GASB 45, which is
our unfunded liabilities. This would be part of that equation. So when are
we going to get information of this cost item that is not vet disclosed to
us?

CHAIR PONTANILLA: Mr. Hiromoto or Mr. Pablo, do you have any answers to
Mr. Hokama’s question?

MR. PABLO: Mr. Chair, at this time, | don’t have any, any specific response
here to offer to Chair Hokama. But [ will, T will be pleased to look for this
information.

CHAIR PONTANILLA: Thank you. Mr. Hiromoto.

MR. HIROMOTO: No comment.
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CHAIR PONTANILLA: No comment. Mr. Hokama.

VICE-CHAIR HOKAMA: Maybe if I say this to them may..., maybe one of the
gentlemen would, would care to give comment. Can you tell this
Committee this afternoon what you . . . what you would estimate as
the... a general amount of monies that the County owes this fund
regarding our employees? And, you know, as...because it’s under
fire . . . the, the fire component. Mr. Hiromoto, you have a sense what our
obligation is in, in a ballpark number?

MR. HIROMOTO: I'm sorry, I don’t, I don’t have that figure.

VICE-CHAIR HOKAMA: Okay. Was that discussed in the nego..., in the
arbitration talks about what would then be those liabilities of the
County . . . (end of tape, start 34 ). . . as part of this settlement?

MR. HIROMOTO: I don’t recall any discussions with regard to the, the
health fund portion of the contract. I know at the time that we were
in arbitration the, the health . . . the Employee Union Trust Fund had
not come out with its rates yet or had not, I guess, had not
had . .. yeah, come out with the vendor rates.

VICE-CHAIR HOKAMA: Okay. Can you tell us this afternoon if this
trust fund is . . . works the same way as the retirement system works
or if it exceeds a certain agreed upon number? Let’s say 8 percent is
the benchmark interest. Anything earning more than 8 percent the
State Legislature at times has taken that as the excess and taken it
back into the general fund, which 1 don’t agree since we still not
fully funding our retirement and health programs. So you . . . is this
one the same way?

MR. HIROMOTO: Ah, I don’t know the answer to that.

VICE-CHAIR HOKAMA: Is there a Maui emp..., employee
representative on this trust fund that you know about, Mr. Hiromoto?

MR. HIROMOTO: I'm sorry, I don’t know.

VICE-CHAIR HOKAMA: Okay. Chairman.
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CHAIR PONTANILLA: Mr. Hokama.

VICE-CHAIR HOKAMA: 1 just would state for the record I have a
concern about this Committee not being able to understand the full
degree of this ag..., agreement. What is up-front is up-front. This is
what we owe our employees through good faith and collective
bargaining and it went through arbitration. So be it I can support it.

But we still deal with this uncertainty of liabilities that we need to
get a grasp on for us to prepare to fiscally manage our budget
responsibly, not only for the employees but for the residents that
depend on our services as well as future CIP improvements. [ am
guesstimating, Chairman, that with the retirement and health funds
we are talking in the hundreds of millions of dollars. And how do
we prepare unless we can get . . . agree upon what is the potential
impact to this County.

I would ask the Administration that they . . . we need your help so
we can properly budget in the upcoming weeks that’s coming
quickly. How do we prepare with this current budget
submittal . . . the County to eventually fully fund our obligations in
the retirement and health field areas? Because I would hate for that
to impact our cash flow, Chairman, where we cannot do required
CIP improvements that the community depends on us to provide.
And unless we do so smartly, Chairman, in my estimation the
succeeding Councils would definitely be in a cash flow bind and
limit its options on how to address specific issues. Thank you.

CHAIR PONTANILLA: Thank you, Mr. Hokama. Members, any more
questions? Member Johnson.

COUNCILMEMBER JOHNSON: And, and this would be something, Mr. Chair,
I think because obviously they couldn’t answer Mr. Hokama’s questions.
L, 1 think it might help if we would be able to communicate and send a
letter or something basically asking what happens to the monies, I guess,
in, in other jurisdictions. I can tell you that in oth. .., other associations or
other government entities what will happen is when monies that are
collected for premiums are actually in excess of what is needed. Based on
utilization, there i3 a rebate generally given or granted back to the, to the
government entity, and then that’s distributed either in the form of a
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lowered rate or it’s retained and then the adjustment would be made to the
actual cost.

So, I would try to have us look, and I don’t know if whether it would be
to, you know, our negotiating team or who it would be to. But I would try
to look at other models of how the money actually is . . . are either
refunded or are reimbursed to the government entities because I think
Council Chair Hokama raises a very good point is that if we're utilizing a
model, I think it would be very helpful. 1 realize that what’s before us is
just .. . we’re looking at this particular aspect but because it is part of the
overall picture. It’s really important. Thank you.

CHAIR PONTANILLA: Thank you, Member Johnson. I, I do see our Finance
Director, Mr. Young. If you can provide us with some comment or
response to some of the questions that are being brought forward at this
time.

MR. YOUNG: Good afternoon, Mr. Chair, Members. Going back to
Mr. Hokama’s question. Sorry, Kalbert Young, Director of Finance.
Going back to Mr. Hokama’s earlier question. The State is currently
undertaking the actuarial process for both of those funds. The ERS and
the EUTF to determine the unfunded liability balance. Both of those
funds are quite considerably under funded.

By our estimates the ERS is already looking at in excess of a Statewide in,
in excess of $1 billion under funded. And because of the nature of how
that fund is established none of the jurisdictions know their specific
portion of the unfunded balance. So, I cannot tell you what is Maui’s
estimate. But my guesstimate when I look at that unf..., the unfunded
balance and relative to how many employees and retirees Maui’s portion
makes up of the entire ERS system, my conservative calculation that our .
. . the Maui’s portion will fall somewhere in the $180-to-$250 million
range.

And on the EUTF portion, I’'m not certain about if there’s any monies
invested for returns in ER, in the EUTF, but for that component, the
actuarial study is not fully completed yet. So, my estimate on that one
would . . . that Maui’s portion will probably fall somewhere in the
neighborhood of the $50-t0-$125 million range.

My advice is that the County should be prepared that at some point in the
very near future that the unfunded balance component for Maui will fall
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somewhere in the neighborhood of 300 million. So, I hope that answers
Mr. Hokama’s question. I, I have nothing else, Mr, Chair.

CHAIR PONTANILLA: Thank you, Mr. Young. Mr. Hokama, if you have any .

VICE-CHAIR HOKAMA: Chairman, no, 1 appreciate the candid response from
the Finance Director. I would just say that [, I hope we heard the preface
that this is very preliminary on his part. An actuarial assessment needs to
be done so we can have accurate information of what is our liability. But I
would agree with him. I...my, my round numbers was 300-plus million.
So, we’re not too far apart, Finance Director. But 300 million is a lot of
money, Chairman. A lot of money.

CHAIR PONTANILLA: Ttis.

VICE-CHAIR HOKAMA: And it is not something that we can ask the Director
of Finance to go write a check today for 300 million to pay our liability to,
to the State. And that is why also, Chairman, it may make sense for us to
look at other ways of, of dealing with our requirements because we have
always pushed to, to fully fund retirement and health. And the Legislature
has been resistant in allow..., in allowing us, even in the past pre-payment
against future liabilities. They send us back our money and we tried that
in the past. We tried to push for pension bonds to flatten out our expenses.
They’ve rejected that in the past.

It may make sense in the future, Chairman, and I’ll state it now that I
would be very happy to consider that the County of Maui fund its own
retirement and health program. Whether we go through NACo or just
with the sister counties, I’'m tired of the State holding us back of doing the
right fiscal practice. Especially with the Governor now asking to raid a
hundred million from the retirement fund further delaying fully funded for
an innovative fund. That is the wrong fund to take it from, Chairman.
These are monies that we owe our current as well as retired employees.
Our obligation that we’ve agreed to pay and now we’re gonna gamble on
this retirement monies. I think that’s bad fiscal judgment, Chairman.
Thank you.

CHAIR PONTANILLA: Thank you, Mr. Hokama. Members, any more
questions or discussion regarding this item? Member Baisa.
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COUNCILMEMBER BAISA: Mr. Chair, as a new Member, of course this is a
sobering piece of information to hear. But having been brought up by an
old Portuguese mother and, you know, we come from taking care of our
bills and, and being prudent and spending. It appears to me that the
County of Maui has no extra money. That whatever we have, we better
take good care of because this bill is gonna come due some day. And
maybe in our upcoming budget process we better figure out how to
squirrel some of this away against this 300 million or whatever it turns out
to be.

CHAIR PONTANILLA: Thank you, Member Baisa. [ agree with both you and
Chairman Hokama in regards to, you know, $300 million is a big number.
And we should start now to put away some of those dollars so that we’re
not hit, you know, surprisingly by the Federal government. So, Members,
any more discussion? Member Anderson.

COUNCILMEMBER ANDERSON: Yeah, I'm trying to stave off a heart attack
here. When is this coming due? Whenever it, whenever it might be?

CHAIR PONTANILLA: Mr. Young.

MR. YOUNG: Well, well, Ms. Anderson, GASB 45 has set a date. 1 believe it’s
actually 2007. We're currently in, in that window already for all
jurisdictions throughout the entire country to identify how we’re
going . . . how those jurisdictions will deal with their unfunded balance. It
doesn’t say that it must . . . we must fund the balance. But we must
identify how we are going to deal with this unfunded liability and we have
been dealing with it if in the same sense.

We have been . . . the, the State of Hawaii, the County of Maui, every
single other County in the State has been “dealing” with it since it was
created. The, the very day after they created the system, there was
probably an unfunded balance frankly. And we have been dealing with it
on a pay-as-you-go method and the County pays approximately about in
the neighborhood of §15-t0-$20 million. That’s our projected bill for
Fiscal Year 08 to pay as you go for on a year-to-year basis to deal with
our contributions for retirees and to pay for our current employees -
15-t0-20 million. That apparently is not sufficient to meet the actuarial
cost of what lies out there beyond 20-to-25 years.

So GASB 45 doesn’t necessarily name a date for us to get fully funded.
But at some point in time very soon, just like Social Security, that’s
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another unfunded liability that that’s out there. At some point in time, the
governments will have to address how are we gonna fund it, and at what
point are we going to reduce this liability, ‘cause the other option is you’re
just gonna leave this liability out there and it will continue to grow, and
you will just be content to pay as we go and that’s what we have been
doing for the last “X” number of years since ERS was created.

COUNCILMEMBER ANDERSON: Thank you for that explanation. |
appreciate that, Thank you.

CHAIR PONTANILILA: Member Johnson.

COUNCILMEMBER JOHNSON: As part of the actuarial study, are you also
looking at the under funding in the health benefits program?

MR. YOUNG: Both of those programs are State programs. So the State has
contracted actuarial studies as accorded by law to identify the unfunded
balance. So, yes, both of those programs are, are actuarially being
assessed.

COUNCILMEMBER JOHNSON: Okay. Will they be looking at it based on the
comments made by Chair Hokama as far as utilization is concerned? Will
they be looking at it on an island-by-island basis?

MR. YOUNG: That is something that we have . . . that the Counties have asked
that this actuarial study be determined by jurisdiction so that the . . . that
each jurisdiction can somehow get to some sense of what is their
individual liability. However, that’s kind of an exercise that’s not
necessarily prudent because the State law does not allow, as Mr. Hokama
mentioned, the State law doesn’t allow for any individual jurisdiction to
satisfy their liability separate from any other jurisdiction under the State.

So, for example, Maui County had previously wanted to satisfy its portion
of the liability by paying a little bit extra, extra than our 15-to-20 million a
year, to the ERS so that we could chip away at our liability. Well, the
State law does not allow for the ERS to accept the money nor is the
accounting in that nature to identify what is Maui’s specific dollar. So, as
Mr. Hokama mentioned, the funds were returned to Maui because they
couldn’t ac..., as much as the ERS had wanted to accept it, they couldn’t
by law. So there’s . . . it’s a bigger issue that needs to . . . there’s different
components that would need to be addressed before Maui could satisfy its
portion even if it wanted to relative to other jurisdictions in the state.
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COUNCILMEMBER JOHNSON: And [, I appreciate that and the only reason [
ask 1s because when you’re looking at actuarial statistics you usually do an
analysis of where are your problems. If health insurance is being
over-utilized, if there’s fraud involved, if there’s abuse, I mean because
many times the rates are all based on how often people go to the doctor,
who charges what expenses, and then looking at the rate structure. So, for
me, it’s really important because that’s the only way you actually identify
systemic problems is by looking at the actuarial trends. Looking at
utilization is one of those ways to do it.

So, I would be very interested in seeing if they were going to resist
particularly looking at utilization island-by-island because with health
insurance there’s greater accessibility as we all know by the many letters
to the editor. Accessibility to health care on Oahu. Therefore, the trend of
course is going to be for greater utilization because access is easier.
Whereas on the neighbor islands, do we pay for the privilege of having
less access? 1 mean even just to travel. All those costs are put into the
rate structure that we all pay for. So, I would make a very good case for
actually having it island-by-island for what the utilization actually is for
the health insurance fund. Thank you.

CHAIR PONTANILLA: Thank you, Member Johnson. Members, any more
questions for the gentlemen down here? Mr. Victorino.

COUNCILMEMBER VICTORINO: Thank you, Mr. Chair. Again, it’s very
apparent as my colleague, Ms. Baisa, has mentioned being a new Member,
although I had been informed of this with some meetings with other
budget people. That again, government has a potentiality to live outside of
its means. To go ahead and put programs together knowing that some day
Peter gotta pay Paul, somebody has to pay the bill, and it’s the general
public -- our taxpayers that will do it,

What is Social Security, the retirement fund? It doesn’t make a darn
difference. And for a long time, 1 always had this premise that the private
sector could do a better job until Enron and a couple others came along
and that blew that one out of the water. But you know we have a lot of
people that work hard all their lives and go out and retire and then find out
that there’s not enough to take care of what they need to do. And then
they’re back in working again. Our fire fighters are a classic example
here. You know, they get a nice raise and all that.
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But again, the question I have is why can’t we ever get a system in place,
where like our colleague Ms. Johnson just said, that we look it island-by-
island even in the cost of living. Our gas is the most highest in the state
and a lot of our, our items are more expensive than any other island, and
yet we get the same basic raise, steps, everything else. Our fire fighters
get the same thing,

Heath care — the issue with health care is very simple. Until and when we
are treated the same as Oahu is in the area of health care and we can get
the quality facilities and staff and, and, and, and support staff that you
need here, we’re gonna have the same problem. We gonna have to fly to
Honolulu for everything we need.

And | understand because the insurance world that [ have dealt with for
many, many years, and Ms. Johnson can attest to this, the actuaries work
out all these numbers. But when it comes to implementation, it’s actually
the doctor because of that word liability. And we talk about that all the
time — liability. Today, doctors that may want just one or two tests for you
because they think, ah that’s what must be what’s wrong. If they make a
mistake ahh . . . it’s a big bill called malpractice. So now they tell us you
gotta go through these 20 different tests, right?

S0, we have this real dilemma. You know, everything is predicated after
certain things. And I think if you start right from the top beyond all what I
see here is the word liability. We’re liable for these debts. We’re liable
for what things can happen in the future. We are liable.

But I think if we were to step back and our, our Legislature, they’ve,
they’ve been really afraid to take on tort reform. Again, Ijust . . . if you
saw on, | think, was Saturday’s news. They refuse to do anything because
they say the courts should decide, you know. OQur courts are
overwhelmed. By the time we make decisions sometimes the courts years
have gone on and then punitive damage sometimes is substantial.

What I'm trying to get is, gentlemen, Peter has to pay Paul whether it’s an
old Portuguese lady, new people moving here. The bills are gonna have to
be paid so we gonna have to start looking at it now. But most importantly,
and I think, we’re gonna have to, and I agree with my colleague
Mr. Hokama, maybe it’s time we say no mas from the State. May be we
ought to go on our own. I hate to say that but maybe we can do a better
job with home rule. And I think that’s something that the public is
clamoring for right now. They want more control and be more cost
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effective. Having guys in Oahu sometimes don’t seem to do it for us.
Thank you, Mr. Chair. That was never a question in there. It was just
more of a statement because [ was sick and tired of hearing everything |
heard today.

CHAIR PONTANILLA: Thank you, Mr. Victorino. You speak very well with
your job, job that was done on it too.

COUNCILMEMBER VICTORINO: 1 went save, I went save my whole thing,
The whole day I waited for this.

CHAIR PONTANILLA: Anyway, Members, we’re gonna be discussing the ERS
as well as the EUTF and the under funding of those funds when we do
discuss the Fiscal Year 2008 Budget. So, we’ll still continue to discuss
this thing, see how we can chip at this $300 million deficit that we
probably have in regards to supporting our retirees as, as well as our
existing employees. Members, any more discussion? If not, the Chair
would like to recommend the adoption of the proposed resolution and the
filing of the County communication.

COUNCILMEMBER HOKAMA: So moved.
COUNCILMEMBER JOHNSON: Second.

CHAIR PONTANILLA: Moved by Member Hokama, second by Member
Johnson. Members, any more discussion? If not, all in favor of the
motion please say aye.

COUNCIL MEMBERS: Aye.

VOTE: AYES: Councilmember Anderson, Baisa, Johnson,
Mateo, Molina, Victorino, Vice-Chair Hokama,
and Chair Pontanilla.

NOES: None.
ABSTAIN: None.
ABSENT: None.
EXC.: Councilmember Medeiros,
MOTION CARRIED.
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ACTION: ADOPTION of resolution; and FILING of
communication.

CHAIR PONTANILLA: Thank you very much. Let the record show eight ayes,
one excused. Members, do you have any communications that you, you
wanna say at this time? Thank you very much. This meeting is
adjourned. . . .(gavel). ..

ADJOURN: 4:19p.m.

APPROVED:

AOSEPH PONTANILLA, Chair

Budget and Finance Committee

bfmin:070312 Transcribed by: Delfey Fernandez
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